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subsidies, (2) factors that may 
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what is known about the extent to 
which access to subsidies supports 
low-income parents’ employment. 
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From 2006 to 2008, the estimated average monthly number of children served 
by CCDF declined by about 170,000 (10 percent), after remaining relatively 
stable for a number of years. However, state data vary, as 34 states reported 
decreases in the number served during this period, while 17 states reported 
increases. Along with a decline in the number served by CCDF, an estimate 
for a key performance measure also shows a decline in the proportion of 
eligible children whose families received subsidies funded by key federal 
programs from 2006 to 2007. Overall, estimates indicate that annually about 
one-third or fewer of eligible children received subsidies funded by CCDF and 
other federal programs between 2004 and 2007. Estimates occur at this level 
partly because many states cannot serve all eligible families with available 
resources and partly because eligible families do not always seek subsidies. 
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HHS, state officials, and experts cited multiple factors that could have 
influenced the recent overall decline in children served by CCDF. These 
include state decisions about resource allocation, such as increasing provider 
payments, as reported in GAO’s survey, or decreasing Temporary Assistance 
for Needy Families funds transferred to CCDF, as shown by expenditure data. 
Also, changes in state-level requirements and the recession may have affected 
the availability of providers. Finally, economic factors can affect the demand 
for subsidies, and the recession may have affected parents’ child care choices 
or their ability to meet work-related requirements. However, since 2006, some 
states took actions that could increase access to subsidies, such as increasing 
income eligibility limits or extending eligibility to unemployed parents. 

Research has linked access to child care subsidies to increases in the 
likelihood of low-income mothers’ employment. Study results have varied in 
the extent to which subsidies affect employment, in part due to differences in 
data, scope, and methodology. Some research reviewed and experts 
interviewed indicated that the size of the effect on employment outcomes may 
vary based on other factors, such as child care options and employment 
flexibilities available to families. Experts also suggested that when child care 
prices increase, mothers may change their work hours or shift to lower-cost 
providers, for example, rather than exiting the labor force altogether. 
United States Government Accountability Office 
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May 5, 2010 

Congressional Requesters 

Survey data from the U.S. Census Bureau indicate that for families with 
working mothers living below the federal poverty line, child care costs on 
average comprised nearly 30 percent of their monthly income in 2005. 1 
Child care subsidies can help such low-income families pay for the care 
their children need while allowing parents to work or participate in 
education or training programs. The federal government provides funding 
to states through the Child Care and Development Fund (CCDF) for 
improving the affordability, availability, and quality of child care. States 
also have the option of using some part of their Temporary Assistance for 
Needy Families (TANF) funds for child care, either by providing subsidies 
directly to eligible participants or providers or by transferring a portion of 
these funds to CCDF. Both CCDF and TANF are block grant programs that 
allow states substantial flexibility in setting eligibility criteria. In fiscal 
year 2008, federal expenditures for child care subsidies funded by the 
CCDF and TANF programs totaled $8.45 billion, comprised of $6.83 billion 
in CCDF expenditures, including TANF transfers to CCDF, and $1.62 
billion in direct TANF expenditures for child care. 

States have the flexibility to adjust their policies for providing child care 
subsidies to respond to external circumstances and to achieve specific 
policy goals. When using CCDF funds, states can set a range of child care 
assistance policies, such as eligibility criteria and child care provider 
reimbursement rates, or payment amounts, which can affect families’ 
access to subsidies and the subsidy amount they receive. Since 2001, many 
states have made changes to their child care assistance policies, and we 
previously reported on those changes which occurred through March 
2005. 2 However, since then, changes in the law and economic 
circumstances have occurred that may have affected state policies and the 



'tJ.S. Census Bureau, Survey of Income and Program Participation (SIPP), Tabulations 
Derived from. Current Population Reports, 

http://www.census.gov/population/www/socdemo/child/weeklychldcEire.xls (accessed on 
Jan. 15, 2010). 

2 GAO, Child Care: Recent State Policy Changes Affecting the Availability of Assistance 
for Low-Income Families, GAO-03-588 (Washington, D.C.: May 5, 2003); and Child Care: 
Additional Information Is Needed on Working Families Receiving Subsidies, GAO-05-667 
(Washington, D.C.: June 29, 2005). 
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demand for child care subsidies. For example, the Deficit Reduction Act of 
2005 (DRA) 3 effectively increased the work participation rates that states 
must achieve in their TANF programs and also increased mandatory 
funding for the CCDF program. Furthermore, the American Recovery and 
Reinvestment Act of 2009 (Recovery Act), 4 which became law on February 
17, 2009, made available $2 billion in additional discretionary funds for 
child care assistance. States can use this funding to support subsidies for 
low-income families and activities to improve child care quality. The 
Recovery Act also provided $5 billion to a temporary emergency 
contingency fund for TANF to assist states in fiscal years 2009 and 2010, 
which states can use for specified activities, which may include child care. 
Finally, the economic downturn that began in December 2007 has been 
accompanied by increased unemployment levels, potentially affecting 
overall demand for child care. 

As Congress considers reauthorization of the laws which provide funding 
for the CCDF, there is interest in understanding what accounts for recent 
trends in child care subsidy receipt and what research says about 
subsidies’ effects on parents’ ability to obtain and maintain employment. 

At your request, we examined (1) trends in federal estimates of the 
number and proportion of eligible children and families who receive child 
care subsidies, (2) factors that may affect trends in estimates of the 
number of children served, and (3) what is known about the extent to 
which access to child care subsidies supports low-income parents’ 
employment. 

To learn about HHS’s estimates of the number and proportion of eligible 
children who receive child care subsidies, we interviewed officials from 
the U.S. Department of Health and Human Services (HHS), and we 
reviewed CCDF administrative data and related documentation on the 
proportion of eligible children whose families receive subsidies, known as 
a coverage rate. We also reviewed related survey findings from the U.S. 
Department of Education (Education), as well as relevant federal laws and 
regulations. See appendix II for our assessment of the reliability of CCDF 
administrative data and coverage rate estimates. To identify factors that 
may affect current trends in estimates of the number of children served, 
we conducted a Web-based survey of state child care administrators in all 



3 Pub. L. No. 109-171 (2006). 

4 Pub. L. No. 111-5 (2009). 
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